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Introduction

The federal income tax is a pay-as-you-go
tax. You must pay the tax as you earn or re-
ceive income during the year. There are two
ways to pay as you go:

e Withholding. If you are an employee, your
employer probably withholds income tax
from your pay. Tax may also be withheld



from certain other income — including pen-
sions, bonuses, commissions, and gam-
bling winnings. In each case, the amount
withheld is paid to the Internal Revenue
Service (IRS) in your name.

e Estimated tax. If you do not pay your tax
through withholding, or do not pay enough
tax that way, you might have to pay esti-
mated tax. People who are in business for
themselves generally will have to pay their
tax this way. You may have to pay esti-
mated tax if you receive income such as
dividends, interest, rents, and royalties. Es-
timated tax is used to pay not only income
tax, but self-employment tax and alternative
minimum tax as well.

This publication explains both of these meth-
ods. It also explains how to take credit on your
1996 return for the tax that was withheld and
for your estimated tax payments.

If you did not pay enough tax during the
year either through withholding or by making
estimated tax payments, you may have to pay
a penalty. The IRS usually can figure this pen-
alty for you. This underpayment penalty, and
the exceptions to it, are discussed in Chapter
4.

Important Changes
for 1996

You should consider the items in this sec-

tion when figuring any underpayment penalty
for 1996. Figuring the penalty is discussed in
Chapter 4.
Penalty due to new law waived. You will not
have to pay a penalty for underpaying either of
the first two installments of 1996 estimated tax
if you underpaid because of provisions in the
Small Business Job Protection Act of 1996.
See Chapter 4.

Excess social security or railroad retire-
ment tax withholding. You will have excess
social security or tier 1 railroad retirement tax
withholding for 1996 only if your wages from
two or more employers were more than

$62,700. See Excess Social Security or Rail-
road Retirement Tax Withholding in Chapter 3.

Penalty rate. The penalty for underpayment
of 1996 estimated tax is figured at an annual
rate of 8% for the number of days the un-
derpayment remained unpaid from April 16,
1996, through June 30, 1996, and at a rate of
9% from July 1, 1996, through April 15, 1997.

Important Changes
for 1997

You should consider the items in this sec-
tion when you figure your estimated tax or how
much income tax you want withheld from your
pay for 1997. For more information on these
and other tax changes, see Publication 553,
Highlights of 1996 Tax Changes.
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New adoption tax credit. Beginning in 1997,
you may be able to claim a credit for qualified
adoption expenses. The credit is limited to
$5,000 for each child ($6,000 in certain cases
for a child with special needs). Depending on
your income, the credit may be reduced or
eliminated.

New exclusion for employer-provided
adoption assistance payments. Beginning
in 1997, you may not have to include in income
certain amounts you received for qualified
adoption expenses from your employer’s
adoption assistance program. This also ap-
plies to expenses incurred by your employer
under this type of program for your adoption of
a child. The amount you do not have to include
in income is limited to $5,000 for each child
($6,000 in certain cases for a child with special
needs). Depending on your income, this
amount may be reduced or eliminated.

Increase in deduction for self-employed
health insurance. The part of your health in-
surance premiums you can deduct if you are
self-employed has increased to 40% for 1997.

Increase in deduction for spousal IRAs. If
certain requirements are met, you may con-
tribute as much as $2,000 to your IRA and as
much as another $2,000 to a spousal IRA.
Some or all of these amounts may be deducti-
ble. For 1996, the total amount you could con-
tribute and deduct to both was limited to
$2,250.

Medical expenses for long-term care. Be-
ginning in 1997, you generally can include in
your medical expenses the costs of qualified
long-term care services. You can also include
premiums for qualified long-term care insur-
ance, but only up to certain limits.

Long-term care insurance. Beginning in
1997, amounts your employer pays to provide
you with qualified long-term care insurance
are not taxed to you, unless the coverage is
through a flexible spending or similar
arrangement.

Benefits you receive under a qualified long-
term care insurance contract generally are not
taxed. But, in some cases, the amount not
taxed is limited.

Medical savings accounts. You may be able
to deduct up to $1,462.50 ($3,375 for family
coverage) a year for contributions to a medical
savings account in 1997, even if you do not
itemize your deductions. You must be covered
under a high deductible health plan and meet
certain other requirements.

Deduction for donation of appreciated
stock to private foundation. The special rule
allowing a deduction for the full fair market
value of qualified appreciated stock given to
certain private foundations will not apply to
contributions made after May 31, 1997.

SIMPLE retirement plans. Beginning in 1997,
your employer may be eligible to adopt a Sav-
ings Incentive Match Plan for Employees

(SIMPLE) retirement plan. If your employer es-
tablishes a SIMPLE plan for 1997, you may be
able to have your employer contribute a cer-
tain percentage of your compensation to the
plan each pay period (totaling up to $6,000 for
1997). Your employer must make a matching
contribution on your behalf. You do not have
to pay income tax on these contributions or on
the plan’s earnings until they are distributed.
Self-employed individuals can also participate
ina SIMPLE plan.

Accelerated death benefits not taxed. Be-
ginning in 1997, certain payments received
under a life insurance contract on the life of a
terminally or chronically ill individual before the
individual’'s death (accelerated death benefits)
are not taxed if certain requirements are met.
The tax-free amount is limited in some cases.
Amounts received for the sale or assignment
of these benefits to certain qualified viatical
settlement providers are also tax-free, subject
to a limit in some cases.

Changes to business-related provisions. A
number of changes in the law affect busi-
nesses for 1997. These include:

1) Anincrease in the maximum section 179
deduction to $18,000 (from $17,500 in
1996).

2) A new work opportunity tax credit that is
35% of the qualified first-year wages,
generally up to $6,000, paid or incurred
during the year to certain members of
targeted groups who begin working for
you after September 30, 1996, and before
October 1, 1997.

3) An extension of the credit for increasing
certain research activities, generally for
amounts paid or incurred after June 30,
1996, and before June 1, 1997. (But you
cannot use the extension of this credit
when figuring your 1997 estimated tax.)

Personal exemption. For 1997, the personal
exemption amount for you, your spouse, and
each dependent has increased to $2,650.

Phaseout of personal exemptions. Your de-
duction for personal exemptions is reduced by
2% for each $2,500 ($1,250 if you are married
filing separately), or part of that amount, by
which your adjusted gross income is more
than an amount based on your filing status.
The amounts for 1997 are:

Single $121,200
Married filing jointly

or qualifying widow(er) $181,800
Married filing separately $ 90,900
Head of household $151,500

Standard deduction. Individuals who do not
itemize deductions have an increased stan-
dard deduction for 1997. See the 1997 Stan-
dard Deduction Tables at the end of Chapter
2.

Reduction of itemized deductions. For
1997, certain itemized deductions are reduced



by 3% of the amount of your adjusted gross in-
come that is more than $121,200 ($60,600 if
you are married filing separately). The reduc-
tion cannot be more than 80% of your affected
deductions. Itemized deductions subject to
the reduction are those other than medical ex-
penses, investment interest, casualty and
theft losses, or gambling losses. This reduc-
tion does not apply when computing alterna-
tive minimum tax, nor does it apply to estates
or trusts.

Self-employment tax. For 1997, the social
security (old-age, survivor, and disability insur-
ance) part of the self-employment tax is

12.4% of up to $65,400 of net earnings. The
Medicare (hospital insurance) part of the tax is

2.9% of all net earnings.
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TaxWithholding
for 1997

Important Changes
for 1997

Unemployment compensation. Beginning in
1997, you can choose to have income tax
withheld from any unemployment compensa-
tion you get. See Unemployment Compensa-
tion, later in this chapter, for more information.

Social security and other federal pay-
ments. Beginning in 1997, you can choose to
have income tax withheld from certain federal
payments you get. These payments include
social security benefits and tier 1 railroad re-
tirement benefits. For more information, see
Social Security and Other Federal Payments,
later in this chapter.

Important Reminder

Employment taxes on household employ-
ees. If you are otherwise subject to tax with-
holding, you have the option of including any
expected employment (social security, Medi-
care, and federal unemployment) taxes for
these employees when figuring how much you
want withheld from your pay for 1997.

Introduction

This chapter discusses withholding on these
types of income:

e Salaries and wages

e Tips

e Taxable fringe benefits

e Sick pay

* Pensions and annuities

e Gambling winnings

e Unemployment compensation

¢ Social security and other federal payments.

This chapter explains in detail the rules for
withholding tax from each of these types of in-
come. The discussion of salaries and wages
includes an explanation of how to complete a
Formw-4.

This chapter also covers backup withhold-
ing on interest, dividends, and other
payments.

Useful Items
You may want to see:

Publication
0525 Taxable and Nontaxable Income
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(0919 Is My Withholding Correct for

1997?

Form (and Instructions)

0O W-4 Employee’s Withholding
Allowance Certificate

O W-4P Withholding Certificate for
Pension or Annuity Payments

0O W-4S Request for Federal Income Tax
Withholding From Sick Pay

O W-4V  Voluntary Withholding Request

See Chapter 5 of this publication for infor-
mation about getting these publications and
forms.

Salaries and Wages

Income tax is withheld from the pay of most
employees. Your pay includes bonuses, com-
missions, and vacation allowances, in addition
to your regular pay. It also includes reimburse-
ments and other expense allowances paid
under a nonaccountable plan. See Supple-
mental Wages, later.

Military retirees. Military retirement pay is
treated in the same manner as regular pay for
income tax withholding purposes, even
though it is treated as a pension or annuity for
other tax purposes.

Household workers. If you are a household
worker, you can ask your employer to withhold
income tax from your pay. Tax is withheld only
if you want it withheld and your employer
agrees to withhold it. If you do not have

enough income tax withheld, you may have to
make estimated tax payments, as discussed in
Chapter 2.

Farmworkers. Income tax is generally with-
held from your cash wages for work on a farm
unless your employer:

1) Pays you cash wages of less than $150
during the year, and

2) Has expenditures for agricultural labor to-
taling less than $2,500 during the year.

If you receive either cash wages not sub-
ject to withholding or noncash wages, you can
ask your employer to withhold income tax. If
your employer does not agree to withhold tax,
or if not enough is withheld, you may have to
make estimated tax payments, as discussed in
Chapter 2.

Determining Amount
of Tax Withheld

The amount of income tax your employer with-
holds from your regular pay depends on two
things:

1) The amount you earn, and

2) The information you give your employer
on Form W-4, Employee’s Withholding
Allowance Certificate.
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Form W-4 includes three types of informa-
tion that your employer will use to figure your
withholding:

1) Whether to withhold at the single rate or
at the lower married rate,

2) How many withholding allowances you
claim (each allowance reduces the
amount withheld), and

3) Whether you want an additional amount
withheld.

If your income is low enough that you will
not have to pay income tax for the year, you
may be exempt from withholding. See Exemp-
tion From Withholding, later.

Note. You must specify a filing status and a
number of withholding allowances on Form
W-4. You cannot specify only a dollar amount
of withholding.

New job. When you start a new job, you must
fill out a Form W-4 and give it to your em-
ployer. Your employer should have copies of
the form. If you later need to change the infor-
mation you gave, you must fill out a new form.

If you work only part of the year (for exam-
ple, you start working after the beginning of
the year), too much tax may be withheld. You
may be able to avoid overwithholding if your
employer agrees to use the part-year method,
explained later.

Changing your withholding. Events during
the year may change your marital status or the
exemptions, adjustments, deductions, or cred-
its you expect to claim on your return. When
this happens, you may need to give your em-
ployer a new Form W—4 to change your with-
holding status or number of allowances.

You must give your employer a new Form
W-4 within 10 days after:

1) Your divorce, if you have been claiming
married status, or

2) Any event that decreases the number of
withholding allowances you can claim.

Events that decrease the number of with-
holding allowances you can claim include the
following.

1) You have been claiming an allowance for
your spouse, but you get divorced or your
spouse begins claiming his or her own al-
lowance on a separate Form W—4.

2

~

You have been claiming an allowance for
a dependent, but you no longer expect to
provide more than half the dependent’s
support for the year.

3

~

You have been claiming an allowance for
your child, but you now find that he or she
will earn more than $2,650 during the
year. In addition, he or she will be:

a) 24 or older by the end of the year, or

b) 19 or older by the end of the year and
will not qualify as a student.

4) You have been claiming allowances for
your expected deductions, but you now



find that they will be less than you
expected.

Generally, you can submit a new Form W-
4 at any time you wish to change the number
of your withholding allowances for any other
reason.

If you change the number of your withhold-
ing allowances, you can request that your em-
ployer withhold using the cumulative wage
method, explained later.

Changing your withholding for 1998. If
events in 1997 will decrease the number of
your withholding allowances for 1998, you
must give your employer a new Form W—4 by
December 1, 1997. If an event occurs in De-
cember 1997, submit a new Form W-4 within
10 days. Events that decrease the number of
your allowances for 1998 include the
following.

1) You claimed allowances for 1997 based
on child care expenses, moving ex-
penses, or large medical expenses, but
you will not have these expenses in 1998.

2

~

You have been claiming an allowance for
your spouse, but he or she died in 1997.
Because you can still file a joint return for
1997, this will not affect the number of
your withholding allowances until 1998.
You will also have to change from married
to single status for 1998, unless you can
file as a qualifying widow or widower be-
cause you have a dependent child. You
must file a new Form W-4 showing single
status by December 1 of the last year you
are eligible to file as qualifying widow or
widower.

Part-year method. If you work only part of
the year and your employer agrees to use the
part-year withholding method, less tax will be
withheld from each wage payment than would
be withheld if you worked all year. To be eligi-
ble for the part-year method, you must meet
both the following requirements.

1) You must use the calendar year (the 12
months from January 1 through Decem-
ber 31) as your tax year. You cannot use a
fiscal year.

2) You must not expect to be employed
for more than 245 days during the
year. To figure this limit, count all calen-
dar days that you are employed, including
weekends, vacations, and sick days, be-
ginning the first day you are on the job for
pay and ending your last day of work. If
you are temporarily laid off for 30 days or
less, count those days too. If you are laid
off for more than 30 days, do not count
those days. You will not meet this require-
ment if you begin working before May 1
and expect to work for the rest of the
year.

How to apply for the part-year method.
You must ask in writing that your employer use
this method. The request must state all of the
following.

1) The date of your last day of work for any
prior employer during the current calen-
daryear.

2) That you do not expect to be employed
more than 245 days during the current
calendar year.

3) That you use the calendar year as your
tax year.

Cumulative wage method. If you change the
number of your withholding allowances during
the year, too much or too little tax may have
been withheld for the period before you made
the change. You may be able to compensate
for this if your employer agrees to use the cu-
mulative wage withholding method for the rest
of the year. You must ask in writing that your
employer use this method.

To be eligible, you must have been paid for
the same kind of payroll period (weekly, bi-
weekly, etc.) since the beginning of the year.

Checking your withholding. After you have
given your employer a Form W-4, you can
check to see whether the amount of tax with-
held from your pay is too little or too much. See
Getting the Right Amount of Tax Withheld,
later. If too much or too little tax is being with-
held, you should give your employer a new
Form W-4 to change your withholding.

Note. You cannot give your employer a
payment to cover withholding for past pay pe-
riods. Nor can you give your employer a pay-
ment for estimated tax.

Completing Form W—4

and Worksheets
The discussion that follows explains in detail
how to fill out Form W—4. It has more detailed
information about some topics than the Form
W—4 instructions.

In reading this discussion, you may find it
helpful to refer to the filled-in Form W—4 in Ex-
ample 1.3, later in this chapter.

Marital Status
(Line 3 of Form W-4)

There is a lower withholding rate for married
people who can use the tax rates for joint re-
turns. Everyone else must have tax withheld at
the higher single rate. (Also, see Getting the
Right Amount of Tax Withheld, |ater.)

You must claim singlestatus if either of the
following applies.

1) You are single. If you are divorced, or
separated from your spouse under a court
decree of separate maintenance, you are
considered single.

2) You are married, but you are neither a
citizen nor aresident of the United
States, or your spouse is neither a citizen
nor a resident of the United States. How-
ever, if one of you is a citizen or a resi-
dent, you can choose to have the other
treated as a resident. You can then file a
joint return and claim married status on
your Form W—4. See Nonresident Spouse

Chapter1 TAX WITHHOLDING FOR 1997

Treated as a Residentin Chapter 1 of
Publication 519, U.S. Tax Guide for
Aliens, for more information.

You can claim married status if either of
the following applies.

1) You are married and neither you nor
your spouse is anonresident alien.
You are considered married for the whole
year even if your spouse died during the
year.

2) You expect to be able to file your re-
turn as a qualifying widow or widower.
You usually can use this filing status if
your spouse died within the previous 2
years and you provide a home for your de-
pendent child. However, you must file a
new Form W-4 showing your filing status
as single by December 1 of the last year
you are eligible to file as a qualifying
widow or widower. For more information,
see Qualifying Widow(er) With Dependent
Child under Filing Status in Publication
501.

Some married people find that they do not
have enough tax withheld at the married rate.
This can happen, for example, when both
spouses work. To avoid this, you can choose
to have tax withheld at the higher single rate
(even if you qualify for the married rate). Also,
you can fill out the Two-Earner/Two-Job
Worksheet, explained later.

Withholding Allowances

(Line 5 of Form W-4)

The more allowances you claim on Form W—4,
the less income tax your employer will with-
hold. You will have the most tax withheld if you
claim “0"” allowances. The number of al-
lowances you can claim depends on:

1) How many exemptions you can take on
your tax return,

2) Whether you have income from more
than one job,

3) What deductions, adjustments to income,
and credits you expect to have for the
year, and

4) Whether you will file as head of
household.

If you are married, it also depends on whether
your spouse also works and claims any al-
lowances on his or her own Form W-4. If you
both work, you should figure your combined al-
lowances on one Form W-4 worksheet. You
then should divide the allowances among the
Forms W-4 you each file with every employer.
See Two jobs, later.

Form W-4 worksheets. Form W—4 has work-
sheets to help you figure how many withhold-
ing allowances you can claim. The worksheets
are for your own records. Do not give them to
your employer.

Complete only one set of Form W—4 work-
sheets, no matter how many jobs you have. If
you are married and will file a joint return, com-
plete only one set of worksheets for you and
your spouse, even if you both earn wages and
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must each give a Form W-4 to your employer.

Complete separate sets of worksheets only if
you and your spouse will file separate returns.

If you are not exempt from withholding (see
Exemption From Withholding, later), complete
the Personal Allowances Worksheet on page
1 of the form. You should also use the work-
sheets on page 2 of the form to adjust the
number of your withholding allowances for
itemized deductions and adjustments to in-
come, and for two-earner or two-job situa-
tions. If you want to adjust the number of your
withholding allowances for certain tax credits,
use the Deductions and Adjustments Work-
sheet on page 2 of the form even if you do not
have any deductions or adjustments.

For accuracy, complete all worksheets that
apply to your situation. The worksheets will
help you figure the maximum number of with-
holding allowances you are entitled to claim so
that the amount of income tax withheld from
your wages will match, as closely as possible,
the amount of income tax you will owe at the
end of the year.

Alternative method of figuring withholding
allowances. You can take into account most
items of income, adjustments to income, de-
ductions, and tax credits in figuring the number
of your withholding allowances. Because the
Form W-4 worksheets use a simplified
method to take these items into account, they
do not always result in withholding that is ex-
actly equal to the tax you will owe. You do not
have to use the worksheets if you use a more
accurate method of figuring the number of
withholding allowances.

The method you use must be based on
withholding schedules, the tax rate schedules,
and the worksheet for Form 1040-ES, Esti-
mated Tax for Individuals. (See How To Figure
Estimated Tax in Chapter 2.) It must take into
account only the items of income, adjustments
to income, deductions, and tax credits that are
taken into account on Form W-4.

You can use the number of withholding al-
lowances determined under this alternative
method rather than the number determined
using the Form W-4 worksheets. You must
still give your employer a Form W-4 claiming
your withholding allowances.

Two jobs. If you have income from two jobs
at the same time, complete only one set of
Form W-4 worksheets. Then split your al-
lowances between the Forms W—4 for each
job. You cannot claim the same allowances
with more than one employer at the same
time. You can claim all your allowances with
one employer and none with the other, or di-
vide them in any other way you wish.

Married individuals. If both you and your
spouse are employed and you expect to file a
joint return, figure your withholding allowances
using your combined income, adjustments,
deductions, exemptions, and credits. Use only
one set of worksheets. You can divide your to-
tal allowances in any way you wish, but you
cannot claim an allowance that your spouse
also claims.

If you and your spouse expect to file sepa-
rate returns, figure your allowances separately
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based on your own individual income, adjust-
ments, deductions, exemptions, and credits.

Employees who are not citizens or re-
sidents. If you are neither a citizen nor a resi-
dent of the United States, you usually can
claim only one withholding allowance. This
rule does not apply if you are a resident of Ca-
nada or Mexico, or if you are a U.S. national. It
also does not apply if your spouse is a U.S. citi-
zen or resident and you have chosen to be
treated as a resident of the United States.
Special rules apply to residents of Korea, Ja-
pan and India. For more information, see With-
holding from Compensation in Chapter 8 of
Publication 519, U.S. Tax Guide for Aliens.

Personal Allowances Worksheet

Use the Personal Allowances Worksheet on
page 1 of Form W-4 to figure your withholding
allowances for all of the following that apply:

e Exemptions

e Only one job

¢ Head of household status

¢ Child and dependent care credit

Exemptions (worksheet lines A, C, and D).
You can claim one withholding allowance for
each exemption you expect to claim on your
tax return.

Self. You can claim one allowance for your
exemption on line A unless you can be
claimed as a dependent on another person’s
tax return. If another person is entitled to claim
you as a dependent, you cannot claim an al-
lowance for your exemption even if the other
person will not claim your exemption or the ex-
emption will be reduced or eliminated under
the phaseout rule.

Spouse. You can claim an allowance for
your spouse’s exemption on line C unless your
spouse can be claimed as a dependent on an-
other person’s tax return. But do not claim this
allowance if you and your spouse expect to file
separate returns.

Dependents. You can claim one allow-
ance on line D for each exemption you will
claim for a dependent on your tax return.

Phaseout. For 1997, your deduction for
personal exemptions is phased out if your ad-
justed gross income (AGI) falls within the fol-
lowing brackets.

Table1.1
Single $121,200 - $243,700
Married filing jointly
or qualifying widow(er) ~ $181,800 — $304,300
Married filing separately ~ $ 90,900 - $152,150
Head of household $151,500 — $274,000

If you expect your AGI to be more
than the highest amount in the above
4 bracket for your filing status, enter “—
0-"on lines A, C, and D. If your AGI will fall
within the bracket, use the following
worksheet to figure the total allowances for
those lines.
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Worksheet 1.1

1. Enter your expected AGI .............

2. Enter:
$121,200 if single
$181,800 if married filing jointly
or qualifying widow(er)
$90,900 if married filing separately
$151,500 if head of household ...

3. Subtractline 2 fromlinel ............

4. Divide the amount on line 3 by
$125,000 ($62,500 if married filing
separately). Enter the result as a
decimal ...

5. Enter the number of allowances on
lines A, C, and D of the Personal
Allowances Worksheet without
regard to the phaseoutrule ..........

6. Multiply line 4 by line 5. If the result is
not a whole number, increase it to the
next higher whole number ...........

7. Subtractline 6 from line 5. This is the
maximum number you should enter
onlines A, C, and D of the Personal
Allowances Worksheet ..............

Only one job (worksheet line B). You can
claim an additional withholding allowance if
any of the following apply.

1) You are single, and you have only one job
atatime.

2) You are married, you have only one job at
atime, and your spouse does not work.

3) Your wages from a second job or your
spouse’s wages (or the total of both) are
$1,000 or less.

If you qualify for this allowance, enter “1” on
line B of the worksheet.

Head of household (worksheet line E). You
can file as head of household on your tax re-
turn if you are unmarried and pay more than
half the cost of keeping up a home for yourself
and your dependent or other qualifying individ-
ual. For more information, see Head of House-
hold under Filing Statusin Publication 501.

If you expect to file as head of household
on your 1997 tax return, enter “1” on line E of
the worksheet.

Child and dependent care credit (work-
sheet line F). Enter “1” on line F if you expect
to have at least $1,500 of qualifying child or
dependent care expenses that you plan to
claim a credit for on your 1997 return. Gener-
ally, qualifying expenses are those you pay for
the care of your dependent who is under 13,
your disabled dependent, or your disabled
spouse so that you can work or look for work.
For more information, get Publication 503,
Child and Dependent Care Expenses.

Instead of using line F, you can choose to
take the credit into account on line 5 of the De-
ductions and Adjustments Worksheet, as ex-
plained later under Tax credits.



Total personal allowances (worksheet line
G). Add lines A through F and enter the total
on line G. If you do not adjust the number of
your withholding allowances for itemized de-
ductions or adjustments to income, or for two-
earner or two-job situations, enter the number
from line G on line 5 of Form W—4.

Deductions and

Adjustments Worksheet

Fill out this worksheet to adjust the number of
your withholding allowances for deductions,
adjustments to income, and tax credits. Use
the amount of each item you can reasonably
expect to show on your 1997 return. However,
do not use more than:

1) The amount shown for that item on your
1996 return (or your 1995 return if you
have not yet filed your 1996 return), plus

2) Any additional amount related to a trans-
action or occurrence (such as the signing
of an agreement or the sale of property)
that you can prove has happened or will
happen during 1996 or 1997.

Do not include any amount shown on your last
tax return if that amount has been disallowed
by the IRS.

Example 1.1. On June 30, 1996, you
bought your first home. On your 1996 tax re-
turn you claimed itemized deductions of
$6,600, the total mortgage interest and real
estate tax you paid during the 6 months you
owned your home. Based on your mortgage
payment schedule and your real estate tax as-
sessment, you can reasonably expect to claim
deductions of $13,200 for those items on your
1997 return. You can use $13,200 to figure the
number of your withholding allowances for
itemized deductions.

Not itemizing deductions. If you expect to
claim the standard deduction on your tax re-
turn, skip lines 1 and 2, and enter “—0-"on line
3 of the worksheet.

Itemized deductions (worksheet line 1).
You can take the following deductions into ac-
count when figuring additional withholding al-
lowances for 1997. You normally claim these
deductions on Schedule A of Form 1040.

1) Medical and dental expenses that are
more than 7.5% of your 1997 adjusted
gross income (defined later).

2) State and local income taxes and prop-
erty taxes.

3) Deductible home mortgage interest.

4) Investment interest up to net investment
income.

5) Charitable contributions.

6) Casualty and theft losses that are more
than 10% of your 1997 adjusted gross
income.

7) Fully deductible miscellaneous deduc-
tions, including:

a) Impairment-related work expenses of
persons with disabilities,

b) Federal estate tax on income in respect
of a decedent,

c) Repayment of more than $3,000 of in-
come held under a claim of right (that
you included in income in an earlier
year because at the time you thought
you had an unrestricted right to it),

d

~

Unrecovered investments in an annuity
contract under which payments have
ceased because of the annuitant’s
death, and

Gambling losses (up to the amount of
gambling winnings reported on your
return).

e

~

8) Other miscellaneous deductions that are
more than 2% of your 1997 AGI,
including:

a) Unreimbursed employee business ex-
penses, such as educational expenses,
work clothes and uniforms, union dues
and fees, and the cost of work-related
small tools and supplies,

b) Safe deposit box rental,
c) Tax counsel and assistance, and
d) Fees paid to an IRA custodian.

Adjusted gross income for purposes of
the worksheet is your estimated total income
for 1997 minus any estimated adjustments to
income (discussed later) that you include on
line 4 of the worksheet.

Enter your estimated total itemized deduc-
tions on line 1 of the worksheet.

Reduction of itemized deductions.
For 1997, your total itemized deduc-
4 tions may be reduced if your adjusted
gross income (AGI) is more than $121,200
($60,600 if married filing separately). If you ex-
pect your AGI to be more than that amount,
use the following worksheet to figure the
amount to enter on line 1 of the Deductions
and Adjustments Worksheet.

Worksheet 1.2

1. Enter the estimated total of your
itemized deductions ................

2. Enter the amountincluded in line 1
for medical and dental expenses,
investment interest, casualty or
theft losses, and gambling losses

3. Subtractline 2 fromlinel ..........

Note. If the amount on line 3 is zero, stop here and
enter the amount from line 1 of this worksheet on
line 1 of the Deductions and Adjustments
Worksheet.

Multiply the amount on line 3 by .80
Enter your expected AGI ...........

Enter $121,200 ($60,600 if married
filing separately) ....................

~

Subtract line 6 fromline5 ..........
Multiply the amount on line 7 by .03

Enter the smaller of line 4 or line 8
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10. Subtract line 9 from line 1. Enter the
result here and on line 1 of the
Deductions and Adjustments
Worksheet ...........ccocevviiinnnn.

Standard deduction (worksheet line 2).
Enter on line 2 the standard deduction shown
for your filing status. Subtract line 2 from line 1
and enter the result on line 3.

If line 2 is more than line 1, enter “-0-"
on line 3.

Adjustments to income (worksheet line 4).
You can take the following adjustments to in-
come into account when figuring additional
withholding allowances for 1997. These ad-
justments appear on page 1 of your Form
1040 or 1040A.

¢ |RA contributions

¢ Deduction for one-half of self-employment
tax

¢ Deduction for 40% of self-employed health
insurance

e Contributions to a retirement plan for self-
employed individuals (Keogh plan or SEP)

e Contributions to a medical savings account
¢ Penalty on early withdrawal of savings

¢ Alimony payments

e Certain moving expenses

¢ Netlosses from Schedules C, D, E, and F of
Form 1040 and from Part Il of Form 4797,
line 20b(2)

¢ Net operating loss carryovers

Enter your estimated total adjustments to in-
come on line 4 of the worksheet. Add lines 3
and 4 and enter the result on line 5.

Tax credits. Although you can take most tax
credits into account when figuring withholding
allowances, the Form W-4 worksheets use
only the child and dependent care credit (line
F of the Personal Allowances Worksheet). But
you can take that credit and others into ac-
count by adding an extra amount on line 5 of
the Deductions and Adjustments Worksheet.

If you take the child and dependent care
credit into account on line 5, do not use line F
of the Personal Allowances Worksheet.

In addition to the child and dependent care
credit, you can take into account the following
credits:

1) Credit for the elderly or the disabled (see
Publication 524, Credit for the Elderly or
the Disabled),

Mortgage interest credit (see Mortgage
Interest Creditin Publication 530, Tax In-
formation for First-Time Homeowners),

2

~

3

~

Foreign tax credit, except any credit that
applies to wages not subject to U.S. in-
come tax withholding because they are
subject to income tax withholding by a for-
eign country (see Publication 514, For-
eign Tax Credit for Individuals),

4

=

Qualified electric vehicle credit (see Form
8834 instructions),
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5) Credit for prior year minimum tax if you
paid alternative minimum tax in an earlier
year (see Form 8801 instructions),

6) Earned income credit, unless you re-
quested advance payment of the credit
(see Publication 596, Earned Income
Credit),

7) Adoption credit (see Publication 553,
Highlights of 1996 Tax Changes), and

8) General business credit.

To figure the amount to add on line 5 for
tax credits, multiply your estimated total cred-
its by the appropriate number from the follow-
ing tables.

Table 1.2

Credit Table A
Married Filing Jointly
or Qualifying Widow(er)

If combined Multiply
estimated credits
wages are: by:
$0 to 56,000 6.7
56,001 to 114,000 3.6
114,001 to 167,000 3.2
167,001 to 286,000 2.8
over 286,000 25
Credit Table B
Single
If estimated Multiply
wages are: credits by:
$0 to 31,000 6.7
31,001 to 67,000 3.6
67,001 to 131,000 3.2
131,001 to 278,000 2.8
over 278,000 25
Credit Table C
Head of Household
If estimated Multiply
wages are: credits by:
$0 to 44,000 6.7
44,001 to 97,000 3.6
97,001 to 150,000 3.2
150,001 to 282,000 2.8
over 282,000 25
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Credit Table D
Married Filing Separately

If estimated Multiply
wages are: credits by:
$0 to 27,000 6.7
27,001 to 56,000 3.6
56,001 to 82,000 3.2
82,001 to 142,000 2.8
over 142,000 25

Example 1.2. You are married and expect
to file a joint return for 1997. Your combined
estimated wages are $65,000. Your estimated
tax credits include a child and dependent care
credit of $960 and a mortgage interest credit
of $1,700.

In Credit Table A, the number for your com-
bined estimated wages ($56,001 to $114,000)
is 3.6. Multiply your total estimated tax credits
of $2,660 ($960 + $1,700) by 3.6. Add the re-
sult, $9,576, to the amount you would other-
wise show on line 5 of the Deductions and Ad-
justments Worksheet and enter the total on
line 5. Because you choose to account for
your child and dependent care credit this way,
you cannot use line F of the Personal Al-
lowances Worksheet.

Nonwage income (worksheet line 6). Enter
on line 6 your estimated total nonwage income
(other than tax-exempt income).

Nonwage income. This includes interest,
dividends, net rental income, unemployment
compensation, alimony received, gambling
winnings, prizes and awards, hobby income,
capital gains, royalties, and partnership
income.

Net deductions and adjustments (work-
sheet line 7). Subtract line 6 from line 5 and
enter the result (but not less than zero) on line
7. If line 6 is more than line 5, you may not
have enough income tax withheld from your
wages. See Getting the Right Amount of Tax
Withheld, later.

If line 7 is less than $2,500, enter “0” on
line 8. If line 7 is $2,500 or more, divide it by
$2,500, drop any fraction, and enter the result
on line 8.

On line 9, enter the number from line G of
the Personal Allowances Worksheet.

Total withholding allowances (worksheet
line 10). Add lines 8 and 9 and enter the result
on line 10. If you do not need to adjust your
withholding based on a two-earner or two-job
situation, enter the number from line 10 on line
5 of Form W-4.

Two-Earner/Two-Job Worksheet

You should complete this worksheet if any of
the following situations apply.

1) Youare singleor married filing sepa-
rately, you have more than one job, and
your combined earnings from all jobs ex-
ceed $30,000.

2) You are married filing jointly, you have a
working spouse or more than one job, and
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your combined earnings from all jobs ex-
ceed $50,000.

3) You expect to owe an amount other than
income tax, such as self-employment tax.

If only (3) applies, skip lines 1 through 7 and
see Other amounts owed, later.

If you use this worksheet and your
earnings exceed $150,000 if you are
[YIMIR] single, or $200,000 if you are married,
see Publication 919, |s My Withholding Cor-

rect for 1997? to check that you are having
enough tax withheld.

Reducing your allowances (worksheet
lines 1 —3). On line 1 of the worksheet, enter
the number from line G of the Personal Al-
lowances Worksheet (or line 10 of the Deduc-
tions and Adjustments Worksheet, if used).
Using Table 1 on the Form W-4, find the num-
ber listed beside the amount of your estimated
wages for the year from your /lowest paying
job (or if lower, your spouse’s job). Enter that
number on line 2.

Subtract line 2 from line 1 and enter the re-
sult (but not less than zero) on line 3 and on
Form W-4, line 5. If line 1 is greater than or
equal to line 2, do not use the rest of the work-
sheet (or skip to line 8 if you expect to owe
amounts other than income tax).

If line 1 is less than line 2, you should com-
plete lines 4 through 9 of the worksheet to fig-
ure the additional withholding needed to avoid
underwithholding.

Additional withholding (worksheet lines 4 —
9). Ifline 1is less than line 2, enter the num-
ber from line 2 on line 4 and the number from
line 1 on line 5. Subtract line 5 from line 4 and
enter the result on line 6.

Annual amount. Using Table 2 on the
Form W-4, find the number listed beside the
amount of your estimated wages for the year
from your highest paying job (or if higher, your
spouse’s job). Enter that number on line 7.
Multiply line 7 by line 6 and enter the result on
line 8. If you do not expect to owe amounts
other than income tax, this is the additional
withholding needed for the year.

Other amounts owed. If you expect to
owe amounts other than income tax, such as
self-employment tax, include them on line 8.
The total is the additional withholding needed
for the year.

Additional withholding each payday. Di-
vide line 8 by the number of paydays remain-
ing in 1997. (For example, if you are paid every
other week and you have had 5 paydays this
year, divide by 21.) Enter the result on line 9 of
the worksheet and on Form W-4, line 6. This is
the additional amount you want withheld each

payday.

Example 1.3

Joyce Green works in a bookstore and ex-
pects to earn about $13,300 in 1997. Her hus-
band, John, works full time at the Acme Cor-
poration, where his expected pay for 1997 is
$37,500. They file a joint income tax return



and claim their two young children as depen-
dents. Because they file jointly, they use only
one set of Form W—4 worksheets to figure the
number of withholding allowances. The
Greens’ worksheets and John’s W—-4 are
shown in this chapter.

Personal Allowances Worksheet. On this
worksheet, John and Joyce claim allowances
for themselves and their children by entering
“1” on line A, “1” on line C, and “2” on line D.
Because both John and Joyce will receive
wages of more than $1,000, they are not enti-
tled to the additional withholding allowance on
line B. The Greens expect to have child and
dependent care expenses of $2,400. They
enter “1” on line F of the worksheet.

They enter their total personal allowances,
5,online G.

Deductions and Adjustments Worksheet.
Because they plan to itemize deductions and
claim adjustments to income, the Greens use
this worksheet to see whether they are enti-
tled to additional allowances.

The Greens’ estimated itemized deduc-
tions total $11,200, which they enter on line 1
of the worksheet. Because they will file a joint
return, they enter $6,900 on line 2. They sub-
tract $6,900 from $11,200 and enter the result,
$4,300, on line 3.

The Greens expect to have an adjustment
to income of $3,000 for their deductible IRA
contributions. They do not expect to have any
other adjustments to income. They enter
$3,000 on line 4.

The Greens add line 3 and line 4 and enter
the total, $7,300, on line 5.

Joyce and John expect to receive $600 in
interest and dividend income during the year.
They enter $600 on line 6 and subtract line 6
from line 5. They enter the result, $6,700, on
line 7. They divide line 7 by $2,500, and drop
the fraction to determine their additional al-
lowances. They enter “2” on line 8.

The Greens enter “5” (the number from
line G of the Personal Allowances Worksheet)
on line 9 and add it to line 8. They enter “7” on
line 10.

Two-Earner/Two-Job Worksheet. The
Greens use this worksheet because they both
work and together earn over $50,000. They
enter “7” (the number from line 10 of the De-
ductions and Adjustments Worksheet) on line
1.

Next, they use Table 1 on the Form W—4 to
find the number to enter on line 2 of the work-
sheet. Because they will file a joint return and
their expected wages from their lowest paying
job are $13,300, they enter “3” on line 2. They
subtract line 2 from line 1 and enter “4” on line
3 and on Form W-4, line 5.

John and Joyce Green can take a total of
four withholding allowances between them.
They decide that John will take all four al-
lowances on his Form W-4. Joyce, therefore,
cannot claim any allowances on hers. She will
enter “0” on line 5 of the Form W-4 she gives
to her employer.

Getting the Right Amount
of Tax Withheld

In most situations, the tax withheld from your
pay will be close to the tax you figure on your
return if:

1) You accurately complete all the Form W—
4 worksheets that apply to you, and

2) You give your employer a new Form W-4
when changes occur.

But because the worksheets and withholding
methods do not account for all possible situa-
tions, you may not be getting the right amount
withheld. This is most likely to happen in the
following situations.

1) You are married and both you and your
spouse work.

2) You have more than one job at a time.

3) You have nonwage income, such as inter-
est, dividends, alimony, unemployment
compensation, or self-employment
income.

4) You will owe additional amounts with your
return, such as self-employment tax.

5) Your withholding is based on obsolete
Form W-4 information for a substantial
part of the year.

6) Your earnings are more than $150,000 if
you are single or $200,000 if you are
married.

To make sure you are getting the right
amount of tax withheld, get Publication 919, Is
My Withholding Correct for 19977 It will help
you compare the total tax to be withheld dur-
ing the year with the tax you can expect to fig-
ure on your return. It also will help you deter-
mine how much, if any, additional withholding
is needed each payday to avoid owing tax
when you file your return. If you do not have
enough tax withheld, you may have to make
estimated tax payments. See Chapter 2 for in-
formation about estimated tax.

Rules Your Employer
Must Follow

It may be helpful for you to know some of the
withholding rules your employer must follow.
These rules can affect how you fill out your
Form W-4 and how you handle problems that
may arise.

New Form W-4. When you start a new job,
your employer should give you a Form W-4 to
fill out. Your employer will use the information
you give on the form to figure your withholding
beginning with your first payday.

If you later fill out a new Form W-4, your
employer can put it into effect as soon as it is
practical to do so. The deadline for putting it
into effect is the start of the first payroll period
ending 30 or more days after you turniitin.

No Form W-4. If you do not give your em-
ployer a completed Form W-4, your employer
must withhold at the highest rate—as if you

were single and claimed no allowances.
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Repaying withheld tax. If you find you are
having too much tax withheld because you did
not claim all the withholding allowances you
are entitled to, you should give your employer
anew Form W—4. Your employer cannot repay
you any of the tax withheld under your old
FormW-4.

However, if your employer has withheld
more than the correct amount of tax for the
Form W-4 you have in effect, you do not have
to fill out a new Form W-4 to have your with-
holding lowered to the correct amount. Your
employer can repay you the amount that was
incorrectly withheld. If you are not repaid, you
will receive credit on your tax return for the full
amount actually withheld.

Sending your Form W-4 to the IRS. Your
employer will usually keep your Form W-4 and
use it to figure your withholding. Under normal
circumstances, it will not be sent to the IRS.
However, your employer must send a copy of
your Form W-4 to the IRS for verification in
both of the following situations.

1) You claim more than 10 withholding
allowances.

2) You claim exemption from withholding
and your wages are expected to usually
be more than $200 a week. See Exemp-
tion From Withholding, later.

The IRS may ask you for information show-
ing how you figured either the number of al-
lowances you claimed or your eligibility for ex-
emption from withholding. If you choose, you
can give this information to your employer to
send to the IRS along with your Form W-4.

If the IRS determines that you cannot take
all the allowances you claimed on your Form
W-4, or that you are not exempt as claimed, it
will inform both you and your employer and will
specify the maximum number of allowances
you can claim. The IRS also may ask you to fill
out a new Form W-4. However, your employer
cannot figure your withholding on the basis of
more allowances than the maximum number
determined by the IRS.

If you believe you are exempt or can claim
more withholding allowances than determined
by the IRS, you can complete a new Form W-
4, stating on the form, or in a written state-
ment, any circumstances that have changed
or any other reasons for your claim. You can
send it directly to the IRS or give it to your em-
ployer to send to the IRS. Your employer must
continue to figure your withholding on the ba-
sis of the number of allowances previously de-
termined by the IRS until the IRS advises your
employer to withhold on the basis of the new
FormW-4.

There is a penalty for supplying false infor-
mation on Form W-4. See Penalties, |ater.

Exemption From
Withholding

If you claim exemption from withholding, your
employer will not withhold federal income tax
from your wages. The exemption applies only
to income tax, not to social security or Medi-
care tax.
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Form W-4 (1997)

Nant More Money in Your Paycheck?

f you axpact 10 be ahis 10 take the eamaed
neome credit for 1957 and a chifd kvas with
jou, yau may Da able 10 have part of the credit
idded to your taks~home pay. For details, get
Form W-5 from your empioyer.
e
Purpose. Complete Form W-4 so that your
amployer can wiihhokd the comect armount of
Federal incoma tax from your pay. Form W-4
may be compisted electronically, If your
amployer has an slectronic System. Bacauss .
yOur 18X sifuation may change, you may want (oW dllowances than
to refigure your withholding sach year,

mstimated tax payments using Form 1040-E9,
Othurn:yfndlhalwuuwu
ldcluunitummendofmoyau.
Mmmehanamm
Spousa Or more than ons job, figurs the 1otal
numbar of ajlowances you ars entitted ta claim
mal#‘t:umgwmtmmmlvm
W4, Thia tatal should be divided amang all
joba. Your withholding will usually be most
mﬂwwmmdmum
o i paying job and
mlbum-nmw h’%l:mn
Check Your W "Aln:wyouwd
Lakcon effoct, use Puly. 819, I8 My Withhoidi
Comect for 19077, to see how the doilar ™
amourd you are having withheid compares fo
your entimated total annual tax. Get Pub, 919
Earner/Twa-J

haad of household flling status on your tax sspecialy # you uwed the Twa- ob
Exempc Pllwmm”ﬁ'm;d retum only if you are Lnmarried and pay more  Worksheet and your samings exceed $150,000
axampt status. If axampt, only compiste Anes AN S0% of the costs of keeping up ahome  (Singie} or $200,000 {Married). To order Pub.
1.2, 3, 4, 7, and sign the form to validste A, for yourseif and your or ather 918, call 1-800-826-3678. Check your
Na Fecieral incom tax will be withheid from  J=aiying Indihvicuals. telephone cirectory for the IAS assistance
YOUr P&y, YOUr SX8mplion wipines February 17, income. |f you have a amount  Mumber for further heip.
1998, of nonwage incoma, such as or Sign This Foeme. Form W-4 [a not cansidarad

dividencs, you should consicer ymking valid unisss vou sion it

Personal Allowsnose Workeheet (E.woarmple 1.4

A Emer™1”foryourssiffnooneelsscanclaimycuasadependent . . . . ... 0 . . .. . ... .. A1

@ You ams single and have only ome job; o

S You are martied, have only one job, and your spouse doas nat work; or

& Your wagme from a second job or your spousa’s wages for the totai of both) are $1,000 or lews.
Enter “1* for your spouse. But, you may chooss 1¢ entar -0- # you are married and have sither & working spouse or

Enter “17 If:

(]

. Mnore than one job (this may heip you avoid having too iite taxwithele . . . . . . . . . . . . . . c __’.
D Enter number of dependents (other than your spouse o yourssif) you will ciaim on your tax retumn , e » o « o » DB _&
E Enter *1° if you will flle as head of household an your tax retum (ses-conciltions under Head of Houssholdabovey . E
F  Enter 1" if you have at least $1,500 of child or dependent oare-expeneen for whiclt you plan to clem acredit , , # __ I
Q  Add Ines A through F and eater total haee. Neds: Thia amaust mey be different from the nkméer of scemptions yos clalm on your cetume - Q@ %

® If you pian ic Hemize orcleim adjustments ¥ income and wasnt to reduce your withholding, see the Daductions
and Adjustments Workshest o paps 2.

® If you are singls-and have more than one jobs and your combined samings from all jobe excesd 332,000 OR if
you are marriad and heve & working speuss.or mone tharrone job; and the combined eamings from ail jobs sxceed
355,000, see the Two-EnmerTwo-Job Workshest an page-2 ¥ you wank to avoid having too Itle tax withhald.
® i neither of tha sbovs situatiors here and anter the: numbaer from (ine G on ine 3 of Form W-¢ below.

Cut here and give the certifionte o your empioyen Keap.tha-dop partion 108 your records.-

Employee’s Withholding Allowance Certificate

OMB No. 15646-0010

o WA 1697

Coparvnant of the Trassuy

(ntyrrcl Favanus Servies » For At andl. Redusiien Ask SEE FEVEree:

1 Typm or print your first rame and middie inital Last name 2 ?u;mdmm

Tohn M, Green Yy o0l Wy
Home adarees (rember and sreet o fural rouiey 3 [ singe [Bvaried [ Mamiet, bt withhoial st highes Singie rate.
QI5 Main S+, Wt ¥ raovied, Bt o 8 comrasident sl chock the Sicle b

City af Yown, state, and 2IP coce 4 N yourbaat neme dillers from that on your soclal securily card, chack
Anytown, GA coocoo here snd ou 1-800-772-1213 forarewead . . . . . » []

.1 L3

Total numbar of aliowances you are ciasiming {from e G sbove or from the workshests on page 2 i thay apply) .
Additicnal amount, If sy, u wart withheidfomeach peychac . .« . . a & & o = 5 & & s &
I ¢laim sxemption from withhoiding for 1897, and { cerlily that | meet SOTH of the following conciitionn for sxemption:
® Last year | had a right to a refund of ALL Feceral inooma 1ax withheld bacaues | had NG tax iabiiity; AND

- & R

Cartificats or entiied 1D LI sampt stitug.

MD-IW"'B—-" 4 997
§ Oficecode |10 Smplaysr ihentitation mumber
foptioral :

Under penaitws of peviury, | cortify that | am entitied to the munise of wathholaing BICWENOeS ciaimed on

Emplover's sgraturs b 3 Ao M L (T et
& Emplcyer's nama and addrass (Employer: Camplete & and 10 anly d sending ta the IRS)

R —

Cak No. 10220Q
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Form W-4 {1897) Page 2

Deductions and Adjustments Worksheet
Note: Use this warkehest only if you plan to itemize daductions or ciaim adjustments to income on your 1997 tax retum.
t  Enter an estimate of your 1997 itemizec caductions. These inciuds gualilying home mortgage intersst,
char:tabl_o contributions, state and iccal taxes (but not sales taxes), medical expenses in excess of 7.5%
of your income, and miscelanscus deductions. (For 1997, you may have to recuce your itemized I, a00Q
deductions if your income ia over $121,200 (360,800 if marvied filing separately). Get Pub. 910 for details) 1 $ ‘L
$5,900 if maniac filing Jointly or quaiifying widow(er)
$6,050 it head of household
$4,150 if single
$3,450 if married filing separately

2  Enter:

3 Subtract line 2 from line 1. If ine 2 Is greaterthan lne 1, enter0- . . . . . . . . . ... 3 & 4,300
4  Enteran satimats of your 1887 adjustments to income. Thaes inciuide almony paid and decuctibie IRA contributions 4 S 3,000
5 Addines3aenddandonterthetotsl, . . . ., . . . . ... .4 ... ...., 88 7,300
G  Enter an estimate of your 1997 nonwage income {such as civicends of | e e, 8 8 OO
7 Subtractline @ from line 5. Enter the result, butnotlessthen 0- . . . . , . . . . . ... 7 & _ 6,700
8 Divide the amcunt on fine 7 by $2,50C and snier the reault hers. Drop any fraction , ., , . . . 8 &
@ Enter the numbar from Personal Allowances Workeshest, ine G, onpaget , ., . , . . . . . . 8 — &5
10  Add lines 8 andt © and entar the total here. If you plan 1o use the Two-Eamen/Two-Job Worksheet, Slso anter
this total o ine 1 below. Otherwise, stop here and enter thie total gn Form W4, line 5, chpage 1., . . 10 7
Two-Earner/Two-Job Worksheet
Note: Lise this workahest oniy if the instructions for ine G on page 1 direct you hem,
1 Enterthe number from line G on page 1 (or from ina 10 above # you used the Decuctions and Adiustments Woraiwe) 1 7
2 Find the number In Table 1 beiow that appliss to the LOWEST payingjob anctentar ithers . . . . 2 =3
3 I line 1 ls GREATER THAN OR EQUAL TO line 2, subtract line 2 from line 1. Entar the result here (f
zero, enter -0-) and on Form W-4, ine 5, on page 1. DO NOT use the rest of this worksheat , ., . . 3 4

Note: /fiins 1 iy LESS THAN line 2, snter -0~ on Form W4, ine 5, on page 1. Compiete finas 4-§ to caicuiate
the additicnal withhoiding amount neceseary 1o avoid & year and tax bill

4 Enterthenumberfomine2cfthisworkshest, , ., . . . . . . . #
5 Enterthenumberfromfineiofthisworksheet, . ., ., . . . . . . B
. m“’”'“‘ L - a L] L] L] - L L a L} - L] » a - a .. oW 1 ] L | - L} L ] - ‘ e ey
7 Find the amount in Table 2 below that appiies to the HIGHEST peaying job and snterithers . . . ., 7 i_..___
8 Muitiply line 7 by line 8 and snter the result here. This is the acicitional annual withhoiding amount needed 8 S
? Divide ins 8 by tha number of pay periecis remaining in 1007. (For sxample, divide by 26 If you ars paki
overy other wesk and you compiete this form in Decembaer 1908.) Enter the result here and on Form W-4,
lns 4, pags 1. This is the additonal amount to be withheld fromeachpeycheck , , , . . . . ., ® §
Tahle 1: Two-Earner/Two-Job Workshset
IllllulFIln!JdHl' A Othera
i wages from LIPWEST Entar on It wapes trom LOWEST Entar an I wages from LOWESY Erter on il wages from LOWEST Enter on
paying job are=— ine 2 above  paying job de— linw 2 abowe | paying job al— e 2 whove  fwying |ob are— ling 2 above
0-%4000 , , , , O 3Boot- wo0 L, ., ., 8 o-%5000 , .., @ 75.001- 90000, , , .8
4D01. 7000 . , . 1 40001- 50000 ., , , @ s000-11000 , ., ., 1 $wm-1000 , , ., .9
To01-12000 , , . ., 2 5000t - SO0 , , , 10 1nom.15000 . ., , 2 113 adovwr . . . 10
12000-17000 ., ., . 3 8000 - 70000 . ., , 11 1oM-000 ., . . 3
17001 -22000 . . . . 4 Jo00t- o000 , , , 12 2000t -24000 , , , 4
200t-28000 , , , . § 80001 - 100000 . ., , 13 a4800t-45000 . . . &
28001-22000 . . . . B 100,001 - 110, a x4 46001-%0000 . , , &
J200t-3o000 , , ., L, 7 110001 asndover, , , , I8 sgom-7so0 , , ., 7
Table 22 Two-Eamer/Two-Job Worksheet
mm!m All Others
H wages from HIGHEET Emier on i wages from HIGHEST Entar on
paying job eng=— ine T sbove paying Db S ling 7 abave
0-$50000, , ., 5400 D-$0000, ., ., ., 340
50001 -100000, , . , TW o0n- 600, .., ™M
100,001 - 130000 , , , , 820 600 -120000, . . . BX
130,001 - 240000 , , , . 960 120001 -250000, . . . 650
2000 andover , , . 1060 B0 encioww . , , , LOBD
Privacy Act el Peparwevk Reductian Act Melle.—~WWe ssit You arw ot requined 1o provide the infosmaiion reuasied The tevm netind 10 compiste this lom wil vry
lor the inlomviation on tia Tow® to carry ogt the Intemed o1 form that in subject to the Papersrit Retuction Act Hapanding on individual circumatances. The aetimstad
Fovarrus lows of the Unitnd States, The Inemal Revenue uninas tha form displeys & waiki OWE conbal neember. Bools —~— weemge time i Ascardeaping 45 min., Laarsing sbeut
Code requires this isformation under sections M2 and o mocetls minting i0 @ fom or ity instruchions mut be The lew or iw fovm 10 min., Preparing tha fews 63 mia. If
E100 and their mgeistions. Fadurs 0 prvide & complsted rebained mn iore] S their conbente mey Decome: muterisl in you heve communts contaming the sccumcy of thess tme
form will mault i your being trastaerd ss 2 single persos who the acinistration of ey intemal Reverms Law. Genersily, atimaies or suggeetions. for making this forn svpisr, we
ciaimg no withhokding slowances. Fcuting Laas of this ta miume and retum information ar confintil, 28 would be bappy Io hesr ironh you Yiou can willa ko the Tax
nicemation inciuds ghving it i the Dapartmant of Justice lor recyiradd by Coder section 8103, mmmmmmm
civil and criminal Mtigetion asd 10 clliss, states, and the Cordaova, CA S5743-0001, B0 NOT send the tax o to ths

Districs of Columbia for ube in iminisiering thair tax lews. acdree. lnetaed, give il In your smpioyer.

@ Priviasl an maysiust pepey
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You can claim exemption from withholding
for 1997 only if both the following situations

apply.

1) For 1996 you had a right to a refund of all
federal income tax withheld because you
had no tax liability.

2) For 1997 you expect a refund of all fed-
eral income tax withheld because you ex-
pect to have no tax liability.

Use Figure Ain this chapter to help you de-
cide whether you can claim exemption. Do not
use Figure Aif you are 65 or older or blind or if
you will itemize deductions or claim depen-
dents or tax credits on your 1997 return.
These situations are discussed later.

Student. If you are a student, you are not au-
tomatically exempt. See Publication 4, Stu-
dent’s Guide to Federal Income Tax, to see if
you must file a return. If you work only part
time or during the summer, you may qualify for
exemption from withholding.

Example 1.4. You are a high school stu-
dent and expect to earn $2,500 from a sum-
mer job. You do not expect to have any other
income during 1997, and your parents will be
able to claim you as a dependent on their tax
return. You worked last summer and had $375
federal income tax withheld from your pay.
The entire $375 was refunded when you filed
your 1996 return. Using Figure A, you find that
you can claim exemption from withholding.

Example 1.5. The facts are the same as in
Example 1.4, except that you have a savings
account and expect to have $20 interest in-
come in 1997. Using Figure A, you find that
you cannot claim exemption from withholding
because your unearned income will be $1 or
more and your total income will be more than
$650.

Age 65 or older or blind. If you are
65 or older or blind, use one of the fol-
4 lowing worksheets to help you decide
whether you can claim exemption from with-
holding. Do not use either worksheet if you will
itemize deductions or claim dependents or tax
credits on your 1997 return — instead, see the
discussion that follows the worksheets.

Worksheet 1.3
Exemption From Withholding Worksheet
for 65 or Older or Blind

Use this worksheet only if, for 1996, you had a right
to a refund of all federal income tax withheld
because you had no tax liability.

Caution. This worksheet does not apply if you can
be claimed as a dependent. See Worksheet 1.4
instead.

1. Check the boxes below that apply to you.

65 or older Blind
O O
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2. Check the boxes below that apply to your spouse
if you will claim your spouse’s exemption on your
1997 return.

65 or older Blind
O O

3. Add the number of boxes you
checked in 1 and 2 above. Enter
theresult ................oool

You can claim exemption from withholding if:

and the and your 1997
number on total income
Your filing line 3 will be
status is: above is: no more than:
Single 1 $ 7,800
2 8,800
Head of 1 $ 9,700
household 2 10,700
Married filing 1 $ 6,900
separately
for 2 7,700
both 1996 3 8,500
and 1997 4 9,300
Other married 1 $ 13,000*
status 2 13,800*
3 14,600*
4 15,400*

*Include both spouses’ income whether you will file
separately or jointly.

$ 10,350
11,150

Qualifying 1
widow(er) 2

You cannot claim exemption from withholding if your
total income will be more than the amount shown
for your filing status.

Worksheet 1.4
Exemption From Withholding Worksheet
for Dependents Who Are 6